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Since the turn of the century, China has emerged as a major source of foreign direct investment. China’s 
program of active involvement in this area reflects a strategic national imperative to provide for a 
burgeoning middle class whose needs are steadily outpacing the country’s domestic supply resources.  
Taking an Australian perspective, this paper examines China’s strategy of overseas direct investment as a 
means of securing the supply of its mineral, energy and soft commodity resources.  
A key aspect of the launch in 2001 of China’s 10th Five-Year Plan was the initiation of a ‘going out’ strategy. 
This envisioned China becoming more economically involved in the international community and, more 
significantly, undertaking increased overseas direct investment (ODI). Within a decade of the introduction 
of the strategy, China's previously negligible share of global exports had risen to the top ranking.  
The ‘going out’ strategy motivated Chinese state owned enterprises (SOEs) to actively pursue the 
acquisition of foreign assets and equity interests, as opposed to merely trading in global commodities and 
raw materials. The strategy has not only led to a flow of investment funds out of China, but has also raised 
the country’s profile as an investment destination. China is now the second largest recipient of global 
foreign direct investment (FDI) flows, behind the US, and is ranked third behind the US and Japan in terms 
of global ODI flows. 
It is evident that China’s ODI program reflects a strategic national interest. The OECD has predicted that, 
although China should remain self-sufficient in key food crops such as rice and sugar, the country’s overall 
agricultural output is expected to progressively slow over the coming decade. This reflects the combined 
effect of a rapidly growing and increasingly urbanised population and a decline in the quality of the 
country’s arable land. Moreover, it already appears that China lacks the rural workforce required for 
modern complex large-scale farming operations. Its rural sector has experienced a decline in the availability 
of skilled agricultural workers, due to the combined impact of current land tenure policies and the higher 
wages on offer in urban areas.  
China’s 11th Five-Year plan, implemented from 2006, paid particular attention to securing the country’s 
energy needs. This led to a surge in Chinese investment in the global mining sector, with most of these 
investments made by SOEs. The pivotal role played by SOEs in the implementation of China’s ODI strategy 
was highlighted in the country’s 12th Five-Year plan, which commenced in 2011. The plan extended the 
‘going out’ strategy by committing to a gradual increase in the international involvement of China’s 
commercial and financial institutions.  
Increased overseas activity by Chinese SOEs has attracted close scrutiny from the media and popular 
opinion in various investment destination countries. This has been reflective of the view that SOE 
investment priorities are often assumed to have a political overtone. Advocates of this view point out that, 
under Chinese company law, SOEs are administratively and financially controlled by an entity of the state, 
and their respective operational frameworks are determined by the state-owned Assets Supervision and 
 
 
 
 
Administration Commission (SASAC). There is nevertheless evidence to suggest that Chinese SOEs operating 
abroad show strong commercial motivations, similar to those of multinational corporations based in 
developed countries. 
China’s ODI strategy is an issue of national strategic importance for Australia, as China has become our 
most significant two-way trading partner. More broadly, Australia’s stability and economic well-being has 
become increasingly intertwined with those of our Asian neighbours. Interestingly, although Australia ranks 
as the primary destination for Chinese ODI, data from the Foreign Investment Review Board (FIRB) shows 
that countries such as the US, the UK and Japan rank well ahead of China in terms of the volume of direct 
investment made in Australia.  
Chinese direct investment in Australia has increased steadily over most of the past decade. In terms of 
industry destinations, a pattern of investment diversification has emerged over time. Within the universe of 
deals valued in excess of US$100 million, the steel and aluminium industries appeared to be preferred over 
the period from 2005 to 2009. Starting in 2007, the energy sector moved increasingly into focus, with the 
agriculture sector more recently following suit.  
The implementation of China’s ‘going out’ policy has prompted its SOEs to move beyond a largely trade-
oriented overseas presence, towards a role where they increasingly assume the role of an active equity 
investor. In turn, this has led to China, and its SOEs, developing ever-deepening international linkages.  
Although these links have prompted concerns about the increasing prevalence and potentially political 
nature of China’s SOEs, they nevertheless demonstrate the increasing significance of China on the world 
stage. Moreover, international predictions regarding global food security and China’s changing balance of 
domestic demand and supply make it clear that the country’s significance as a global foreign investor, and 
recipient of global soft commodities, will continue to rise. 
 
